The authors sought to explore factors that influenced foreign direct investment (FDI) 
Introduction

1.
Stylized fact 1 : 'A country's favorable overall outlook with respect to institutional arrangement, socioeconomic and political aspects attracts foreign direct investment'.'
The underlying fact is that countries could move from their underdeveloped state into progressive economic development. For instance, in South-East Asian countries that include: Malaysia, Singapore, South Korea, Indonesia and Thailand that exhibited fast growth rates between the 1960s and 2014 were once poor, yet , have managed to transform their economic, social and political structures, and thereby attracting FDI that complemented the fast economic growth and development. Foreign direct investment in the era of globalization has become one of the essential sources of employment, technological transfer, economic growth and development, in both developed and developing countries. The global FDI inflows decreased in 2014 by 16% from US$1.47 trillion in 2013 to US$1.23 trillion by 2014 (UNCTAD, 2015) . The global decline in FDI inflows in 2014 could have been precipitated by specific country risks in various regions. In 2014 the developed countries attracted US$681 billion of the total FDI inflows (UNCTAD, 2015) . Notwithstanding the global decline in total FDI inflows, the developing countries recorded an increase in FDI inflows of 2% giving a figure of US$681 billion which was 55% of global FDI inflows in 2014 (UNCTAD, 2015; . Most of the FDI inflows to developing countries went to developing Asian economies and Latin America. The South and East Asian countries saw a growth in FDI of 9% (US$465 billion) which was a substantial share of the total FDI inflows to developing countries in 2014 (UNCTAD, 2015) . Africa's overall FDI inflows remained constant between 2013 and 2014 at US$54 billion, while Latin America and Caribbean recorded a 14% (US$159 billion) decline in 2014 (UNCTAD, 2015) .
In view of the above global FDI profile, we examine the performance of FDI in Zimbabwe covering the period between 1990 and 2014. Most of the FDI in Zimbabwe over the period was resource -seeking in the mining (gold, diamonds and platinum) sector. In addition, the FDI inflows into Zimbabwe are the horizontal type (Alfaro, 2017: S9) , particularly from South Africa where the parent company extends its current operations across borders. The vertical FDI in which the affiliate in host-country are linked with parent firm and produce inputs for the parent firm are relatively few in Zimbabwe. An analysis of the FDI profile and its determinants in Zimbabwe is expected to give an insight to the policy makers and investment centre institutions seeking to attract FDI into the country. To improve the standard of living for the majority of Zimbabweans the country needs to produce more goods and services for the population. Notably, in 2015, United Nations reports per capita nominal GDP of US$890 in Zimbabwe, which was relatively lower, ranked at 167 in the world out of 194 countries (Wikipedia, 2017) . However, in the absence of significant savings to achieve a relatively high economic growth rate the country needs, in part, foreign direct investment. It stands to reason therefore, that the overarching country's desire in its attempt to fight the grip of poverty and improve the standard of living is to grow the economy.
The problem is that the relatively slow increase of FDI into Zimbabwe between 1990 and 2014 contributed, in part, to poor economic growth and grip of poverty for the majority of the population. The motivation to carry out the study was stirred by the need to identify and estimate the key factors that influence foreign direct investment in Zimbabwe. The purpose of the study is to establish the key factors that influence the flow of foreign direct investment into developing countries such as Zimbabwe. The research questions are twofold; first, what are the key factors that influence the flow of foreign direct investment into developing countries such as Zimbabwe? Second, why is direct investment in Zimbabwe increasing relatively more slowly than in other countries in Southern African Development Community (SADC) region, despite its endowment of natural mineral resources such as diamonds, gold and platinum? The study is important in that it provides an insight to policy makers into the requirement that multinational firms look for before choosing a country as a destination for foreign direct investment. Also, direct foreign investment is essential in creating new jobs and thereby alleviating the grip of poverty in the country. In addition, foreign direct investment augments domestic investment required for economic growth and development.
We employed the Ordinary Least Squares regression equation to estimate the foreign direct investment (FDI), the dependent variable, against growth rate in real gross domestic product; investment policy stability, trade openness of a country, and inflation using Eviews7 statistical program on annual time-series data. The annual data was sourced from the UNCTAD and World Bank databases. The sources are justified in that they collect data for all countries, thereby making it possible to compare performance of various countries. Most of the studies barely show the theoretical foundation that persuades firms or country to invest. On the methodological aspects our point of departure from the current studies is the use of the acceleration principle (Junankar, 1972; Bean, 1982) to explain the desire of firms and countries to invest and/or cover the capital stock gap in order to produce more output or respond to increased demand. The recent studies (Kaur and Sharma, 2013; Hwang and Seade, 2014; Mahembe and Odhiambo, 2014; Hoang and Goujon, 2014, Sikwila, 2015; Alfaro, 2017) have examined several determinants of FDI, but have ignored investment policy stability per se often undertaken by the Investment Centre (IC) of individual countries in developing nations. The investment centres are important institutions in developing countries in that they are mandated to attract FDI and give advice to governments on direct investment policies. We therefore, sought to use new data and variables to examine the influence of investment policy stability. Also, the study further substantiates the applicability of the acceleration theory of investment in different settings and time period.
The results indicate that, Investment policy stability, trade openness, growth rates in GDP and inflation rate had a significant influence on investment inflows into Zimbabwe. In particular, the results suggest that the investment policy stability variable overlooked by previous studies complements traditional variables included in the model in attracting FDI inflows. The results also complement current literature on FDI inflows in developing countries such as Zimbabwe. We conclude that close attention by policymakers to the mentioned variables was expected to produce a positive effect on FDI inflows that would, in turn, augment domestic investment and improve employment opportunities, economic growth and per capita income in Zimbabwe.
The study is divided into five sections: Section One gives the introduction and summarizes FDI profiles in both developed and developing nations. Section Two examines previous studies on the determinants of FDI inflows to host country. Section Three presents the methodology and theoretical framework that informs and assert the motivation to invest by firms. In Section Four we carry-out an estimation of investment equation and present results and discussions. Finally, Section Five give the conclusion.
Literature Review 2.
Zimbabwe FDI profile
The FDI inflows into Zimbabwe have been erratic between 1990 and 2012 (see, figure 1 As have been already mentioned, looking at the averages of the FDI inflows into SADC countries (UNCTAD, 2015), Zimbabwe was relatively the least attractive FDI destination among the six neighbouring countries, namely Botswana, Mozambique, Malawi, Namibia, Zambia and South Africa. The question that has not yet been fully answered is why Zimbabwe attracts relatively less FDI when it is endowed with abundant natural resources. It was against this background that we sought to investigate the determinants that influenced FDI inflows into Zimbabwe. The question of what are the determinants of FDI in Zimbabwe is far from being resolved considering the poor FDI inflows into the country. Table 1 shows the performance of FDI over a decade in five selected Southern African countries, South Africa, Mozambique, Namibia, Zambia and Zimbabwe. All the countries shown on table1 have outperformed Zimbabwe between 2005 and 2014 in terms of FDI inflows. South Africa was the most favored destination of FDI followed by Mozambique and Zambia at the end of 2014. Although Zimbabwe tipped Namibia at the end of 2014 on the average and year on year Namibia has had more FDI inflows compared to Zimbabwe.
FDI theory
In an effort to explain why multinational corporations (MNC) preferred certain destinations to invest compared to others, Dunning (1973 Dunning ( , 1979 Dunning ( , 1980 Dunning ( , 2000 Dunning ( , 2001 , explains that the motivation to invest in the specific countries was based on three pillars. First the ability of the MNC to persuade the host country to allow it to establish its subsidiary in the country was important in that host country's conditions regarding foreign investment was to be observed (Sikwila, 2015; Ramirez, 2006 , Dunning, 2000 .
Notably, the host country would, perhaps, assent to MNC investment for several reasons that include: transfer of technology and creation of new employment opportunities. Once the establishment of a subsidiary and/or affiliates was accomplished, the MNC would then win the protection of the host government and its people against other competitors. Subsequently, enabling the MNC to assert ownership advantages, over its endowment of the intellectual property rights, such as: commercial secrets, patents, trademarks, brands and production techniques (Ramirez, 2006; Dunning, 2000) that they possess.
Second, the establishment of MNC in the host country implied locating itself among the domestic firms and/or it was recognized as a domestic company, albeit allowed, by the host country, to repatriate profits and dividends to the parent company. Given the location advantage, the MNC could then hire cheap labor, exploit cheap raw material at low transport costs and other inputs that were critical to its production needs (Ramirez, 2006) . Third, Dunning (1988) , explains that the MNC, also derived other advantages accruing from internalization of its operations, such as marketing of its products domestically. However, the assertion by Dunning (2000) augments Hymer (1976) who put forward a theory from the industrial organization 2 perspective that has been widely accepted to explain the MNC decision to locate FDI in particular destinations. According to Calvet (1981) , monopoly structures lead to market imperfections and market failure and thereby suppress competition. Subsequently, the MNC move into the host-country where the monopolies exist to create competition (Calvet, 1981) .
Related studies
In our undertaking of literature review of the determinants of FDI in less developing countries (LDCs), we examine the factors that have been generalized as having an influence on FDI in LDCs. These include economic factors, favorable government policies and regulations, and current infrastructure. Economic Factors: The macroeconomic factors that are documented as having an influence on FDI include: economic growth, inflation, unemployment, per capita income and exchange rate.
Alfaro (2017), examines the benefits of FDI to host-country at both micro and macro level of activity and concluded that FDI inflows to host country were beneficial in that it brought with it technology, knowledge transfer and improved capital stock that led to an increase in employment and economic growth. A country that allowed competitive market structure to take root and a relatively liberal economic environment that complement the traditional determinants of FDI (Harrison and Rodriguez-Clare, 2010; Alfaro, 2017) , was expected to induce more FDI inflows.
In a study of FDI inflows into India using Ordinary Least Square technique on quarterly data, Kaur and Sharma (2013) , found that GDP openness and Reserve foreign exchange had a significant positive influence, while inflation had a negative effect. On the contrary, Asheghian (2011), employed causality technique on FDI and economic growth and found that FDI had no influence on economic growth in Canada. In support of Asheghian (2011) , a study by Jilenga, Xu and Gondje-Dacka (2016) , reports that FDI inflows had insignificant effect on economic growth rates in Tazania. In a similar study, Sothan (2017) examined the causal link between FDI and economic growth in Cambodia and concluded that FDI had a strong effect on economic growth in Cambodia. Blonigen and Piger (2014) , employed a Bayesian statistic technique that select variables to be included from many variables available, and concluded that most variables used in the previous studies were not robust (Blonigen and Piger, 2014:775) . The weakness of the approach was that one cannot choose from a host of variables which ones would attract FDI, because countries' institutional arrangements differ from one another. Rjoub et al. (2016) , examined the link between FDI and economic growth of (7) Latin American countries, and found that lagged FDI had a positive influence on economic growth. Also, the study reports that trade openness and human capital were important determinants of FDI inflows. Blanco (2012) argues that countries with natural resources attract FDI inflows in Latin America. Egan (2010) avers that FDI contributes to improvement onto capital infrastructure, technology and management skills in host-countries. On examination of 37 countries from various regions that include Africa, Asia and Latin America, Neelankavil, et al. (2011) concluded that FDI had a positive effect on economic growth in the long run. The argument suggests that the capital accumulation over the long term had a significant role onto economic growth and development of the country. Study by Ramirez (2006) found that exchange rate and debt service ratio were significant determinants of FDI in flows into Chile. The finding is not surprising in that most developing countries often lack foreign exchange required on repatriation of profits and dividends to foreign investors. We argue, therefore, that studies on the impact of FDI on economic growth rate were inconclusive and that further research was necessary.
Methodology and Data 3.
The fundamental assumption was that FDI adds to capital stock of a country which, in turn, improves output over years. Subsequently, the increase in output was expected to induce more direct investment. We further assume that the less developing country experience excess demand for goods and services and that the shortage of goods and services persuade the host-country to accumulate capital stock from FDI into various sectors of the economy, and thereby leading to more consumption and investment. The secondary annual data of 30 observations was obtained from the UNCTAD and World Bank databases and used to estimate the foreign direct investment equation.
The model
There are several studies on FDI determinants that have examined various economic and noneconomic factors that influence FDI inflows into a particular country or region. As the literature review section has shown, the factors include: growth rates in the Gross domestic product, interest rates, trade openness; market size, infrastructure, ownership; location and internalization, among other things. On the methodological aspects our point of departure from the current studies is that we use the acceleration principle (Junankar, 1972; Bean, 1982 , Sikwila, 2015 to explain the desire of firms and country to invest and/or cover the capital stock gap in order to produce more output or respond to increased permanent demand. We follow a simple acceleration theory that asserts that aggregate investment is a proportion of the level of output for both firms and country. Thus, we assume that the present capital stock of a firm and/or country was determined by previous outputs given as; Ψ t = Ϝ(Q t , Q t , Q t Q t-n ) ( 1 ) Where Ψ is present capital stock; t, is the per unit time; Ϝ is the function operator; Q is output. We further assume that the previous outputs that determine the capital stock Ψ t have weights that decline geometrically given as;
( 2 ) The weights (1-τ), (1 -τ) τ, (1 -τ) τ 2 , (1 -τ) τ 3 …, it follows then that (1 -τ) Σ τ i = 1. Furthermore, we lag equation (2) and multiply by τ to obtain equation (2) and (4) (2) we obtain the Koyck transformation (Koyck, 1956) given as; Ψ t -τΨ t-1 = (1 -τ)υQ t ( 5 ) Further subtracting Ψ t-1 on both sides of equation (5) we obtain; Ψ t -Ψ t-1 = (1 -τ)υQ t -(1 -τ)Ψ t-1 ( 6 ) We assume depreciation to be a proportion of previous capital stock given as γC Ψ P t-1 and γ is between zero and one (0 ˂ γ ˂ 1). Since we are interested in gross investment Ϯ G t in a given time we add on both sides of equation (6) depreciation to give us; Ϯ G t = Ψ t -Ψ t-1 + γΨ t-1 = (1-τ)υQ t -(1 -τ-γ)Ψ t-1 ( 7 ) In equation (7) Ψ t -Ψ t-1 represents net investment ( Ϯ N t ) responsible for building up capital stock from actual to desired level. The investment path followed by the firm or country will depend on the cost of investment. We assume the firm and/or country's long term desired capital stock Ψ * when achieved gives; Ψ * t = Ψ t ( 8 ) Thus, ignoring the lags, desired capital stock is equal to a proportion of output, emphasizing the acceleration principle, and thereby linking the size of desired capital stock concept with investment theory. Further substituting equation (8) into equation (5) we obtain the flexible accelerator given as; Ϯ N t = Ψ t -Ψ t-1 = (1-τ)(Ψ * t -Ψ t-1 ) ( 9 ) Equation (9) states that net investment ( Ϯ N t ) is the gap between desired capital stock and actual capital in the preceding period. However, firm and/or country would, perhaps, not cover the required net investment at once, but take time depending on the cost of investment and availability of finance. It follows that net investment was a fraction of the gap between desired and actual capital stock. The coefficient (1-τ) indicates the speed of adjustment per unit time. The lag factor was among other things due to decision and ordering and delivery lags.
Model Specification
A modification of the flexible accelerator to include other variables that affect the country gives the function; FDI = FDI (GRGDP, IPS, TOPEN t, INF t , ξ ) ( 1 0 ) Where FDI is foreign direct investment inflows; GRGDP is growth rate in gross domestic product; IPS is the investment policy stability represented by the dummy variable, where '0' before policy change and '1' after policy change. The IPS variable has been ignored in the current literature; yet, the investment centre policies in any given country influence FDI inflows. The TOPEN is trade openness of a country to both investment and goods and services. The trade openness was taken as a proportion of exports plus imports to gross domestic product. Trade openness encompasses exports and imports essential in earning foreign exchange and improvement of balance of payment, which, in turn, should enable the country to acquire capital equipment, and intermediate goods for production. Also, the purchase of medicines, utilities such as electricity and water treatment that require foreign exchange underlies the importance of trade openness to foreign investors. INF is inflation rate a rise in general prices over time and "ξ" is the stochastic random variable. The log-linear form of equation (10) is given as; (11) Equation (11) state that, all other things being equal, FDI was positively influenced by growth rates in real GDP; the lagged investment policy stability, and trade openness while inflation rate negatively influenced FDI.
Testing for unit roots
We assume the viable "Z" represents any of the variables in equation (1) and we test if the variable "Z t " was stationary, implying that its variance and mean were stable over the long term period. A stationary "Z t " imply that Z t → I(0) the order of integration, then "Z t " need to be differenced I(1) once or more to obtain stationarity (Dickey and Fuller, 1979) . The autoregressive equations that underlie the testing for unit roots are given as; Z t = ψ + ϕZ t-1 + ξ t Z t -Z t-1 = ψ + ϕZ t--Z t-1 + ξ ΔZ t = ψ + (ϕ-1)Z t-1 + ξ If ϕ = 0 (stationary) and when ϕ = 1 (none-stationary; unit root) The Augmented Dickey Fuller Tests (ADF) was used to test for the existence of a unit root. The null hypothesis that a unit root exists was tested against the alternative that there is no unit root. Presence of unit root implies that the variables are none stationary leading to wrong inference during results interpretation. Differencing tests were done on all variables in their levels and results are shown in Table 2 . All the probability value of ADF statistic were compared to 0.01, 0.05 and 0.1 2 and any probability value of a variable below these three values was considered to be stationary. Source: Computed from UNCTAD data base (2015) Table 2 shows the unit root test results which were found to be significant and stationary and integrated of order I(1) at 5% levels. The results of the estimates of equation (11) are presented in Table 3 .
Results and Discussions 4. (2015) The results of the estimate of foreign direct investment equation (11) shows that 67% of the variation in foreign direct investment was explained by growth rate in domestic product, investment policy stability, trade openness and inflation rate. The Durbin-Watson statistics (2.31) indicate the absence of autocorrelation among the error terms.
The growth in real domestic product (GRGDP) coefficient (2.45) was found to have a positive expected sign and was significantly different from zero. The positive t-ratio of 3.15 was significant at the 5% significant level, implying that economic growth positively influenced foreign direct investment, all other things being equal, emphatically supporting the acceleration theory of investment. The foreign investor was enticed by the performance of domestic firms. If domestic firms performed very well it attracted other firms to enter the market in an anticipation of making profits. Conversely, poor performance of domestic firms gave a negative picture of investment environment in the country.
The investment policy stability (IPS) presented by a dummy variable with values of '0' before policy change and a '1' after policy change, was found to be significant at the 5% level. The positive coefficient (2.51) indicates that an increase in investment policy stability positively influenced FDI inflows. The t-ratio of 4.48 was significant at the 5% level; implying that a relatively stable investment policy enticed foreign investors. Corollary, instability in investment policy measures led to uncertainty, and thereby less foreign direct investment. Investors often develop anxiety when faced with uncertainty of investment policy and longevity of the specific investment environment status quo. For this reason, investors expect consistent policy measures that ensure stability in their future profits earnings. It stands to reason, therefore, that countries with consistent clear and stable investment policies and regulations are expected to attract more foreign direct investment inflows.
The trade openness (TOPEN) of the country variable with a positive coefficient (4.21) was found to have a positive sign as expected. The t-ratio of 5.76 shows that the trade openness variable was significantly different from zero at the 5% level; implying that a relatively trade open and liberalized economy with acceptable trade and investment regulations to investors; positively attracted foreign direct investment. The trade openness allowed the foreign investor once in the host-country to import spare parts and other inputs required to carry out production activities. Subsequently, the evidence found in the study suggests that the country would attract more foreign direct investment if policymakers relaxed restriction on trade of goods and services for both essential exports and imports. Also, liberalized foreign exchange management was expected to influence or complement favorable environment to FDI inflows Turning to inflation (INF), the coefficient of INF was found to possess the expected negative sign (-3.42 ) and was significant with a t-ratio of -1.8 at the 10% level. The result suggests that inflation negatively influenced foreign direct investment. Implying that a persistent increase in general price level curtailed foreign direct investment. A persistent increase in the general price level was expected to adversely influence exchange rate, and thereby reducing the investors' earning power with respect to foreign currency required on repatriation of profits and dividends. Also, in part, persistent high inflation indicates a country's' inability to deal with macroeconomic fundamentals.
Notably, the results and findings differ from the previous studies in two ways: First, we demonstrate the importance of investment policy stability (IPS) often designed and implemented by Investment Centres at institutional level in LDCs has been overlooked in recent studies (Kaur and Sharma, 2013; Hwang and Seade, 2014; Mahembe and Odhiambo, 2014; Sikwila, 2015; Alfaro, 2017) . The current study has shown that Investment centre policy stability influences FDI inflows in less developing countries. Second, the findings suggest that growth in output accelerates capital accumulation through previous and current FDI inflows, in that it was the long term capital accumulation that benefits the country. However, our findings, also, add to and support recent literature (Kaur and Sharma, 2013; Hwang and Seade, 2014; Mahembe and Odhiambo, 2014; Sikwila, 2015; Alfaro, 2017) on FDI inflows to both less developing and developed nations. Also, the findings, particularly the investment centre policy stability, provides an insight to investment Centres institutions involved in the promotion of FDI that was expected to improve employment, economic growth, tax revenue and per capita income in Zimbabwe and other developing countries.
Conclusion
5.
The study of FDI inflows into Zimbabwe using the Time-Series annual data suggests that the investment policy stability, trade openness, real GDP and inflation rate influenced FDI inflows into the country. The results and findings are important to the investment centre institutions mandated to formulate investment policies and promote FDI inflows into the country. We suggest that Zimbabwe and other developing countries should focus their attention onto investment policy stability to improve on the policy clarity and consistence over the long term. A stable investment policy environment in Zimbabwe was expected to complement the Investment Centres promotion efforts and attract more FDI inflows. Furthermore, the relatively liberalized trade openness policies induced both domestic and foreign investment. We recommend that the investment Centre and country maintain and implement clear investment policies over the long term and avoid short term policy reversals. In addition, we recommend that LDCs adopt policies that increase consumer spending which, in turn, was expected to boost both domestic and FDI inflows in the long term. Future research would focus on how the vertical FDI inflows have impacted onto Southern African Development Community (SADC) economies.
